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My name is Jeff Leeman. Iam employed as General Manager of Dairy
Support, Inc., a corporate subsidiary of T.C. Jacoby and company, which is
dedicated to provide services to small cooperative associations and handlers
operating a federally-regulated environment, including accounting, pool
compliance, and risk management assistance.

Prior to February of this year, I was employed as Executive Vice President
of Brewster Dairy/Stockton Cheese, and responsible for coordination and
procurement of milk, pooling agreements, cheese procurement from other
manufacturers, and oversight of Brewster’s transportation fleet. I previously
served as a Brewster dairy farm specialist serving Brewster’s independent
patrons.

I received a BS degree in Agriculture from The Ohio State University in
1989, and have had responsibilities for Brewster’s interests in federal milk
marketing order regulation since my early employment with the company,
including presenting testimony at the hearing for component pricing in Ohio
in the early 1990’s.

I present this testimony on behalf of White Eagle and others in opposition to
DFA/MMPA proposal No. 2. The proposed rules, as designed and intended,
would shrink the market share of small cooperatives not affiliated with DFA
by raising its competitor’s costs or reducing competitor revenues.

COURT REPORTERS




White Eagle Milk Marketing Federation was organized in 2003 to provide
independent dairy farmers and cooperatives with a small share of the
Mideast milk market, with an efficient and effective option to market milk to
Mideast plants without turning their milk supplies over to DFA, DMS, or
one DFA’s other marketing agencies in common. The Federation began
with the formation of White Eagle Cooperative Association by independent
dairy farmers in Indiana, Ohio and Michigan. To maximize marketing
efficiencies, following the organizational lead of DMS, White Eagle and
other cooperatives joined together to create the White Eagle Federation, an
Indiana corporation. The White Eagle Federation finds its customers among
the few remaining milk plants that are not committed to DFA and its
affiliated agencies for a full supply.

Today, the White Eagle Federation markets about 150 million pounds of
milk each month under Order 33 for producer-members of White Eagle
Cooperative Association, Alto Dairy, Scioto Cooperative, Erie Cooperative
Association, and non-member dairy farmers. White Eagle Federation
supplies milk to distributing plants in Ohio (United Dairy and Superior
Dairy) and West Virginia (United Dairy), and sells surplus milk to
manufacturing plants in Ohio, Indiana, Michigan, Wisconsin, and elsewhere.

Although United Dairy and Superior Dairy are located at some distance from
Federation member farms in Michigan, Indiana and Wisconsin, it is
necessary to travel this distance because closer distributing plants in Indiana,
Michigan and Ohio are fully supplied by others, primarily DFA and its
agency affiliates, and therefore not available to our dairy farmers. Over the
past twenty-five years, marketing choices available to producers have been
radically reduced as the result of fewer plants, plant ownership
consolidation, and cooperative association consolidation. As shown in
Attachment 1, distributing plants in the market have declined from 78 to 42
since 1989, and supply plants from 19 to 3. Many of the nation’s largest
distributing plants are now under ownership of Dean Foods, National Dairy
Holdings, Kroger and others who account for a lion’s share of distributing
plant volume in the Mideast. Attachment 2; and Ex. 11, Tables 1 and 2.

Cooperative consolidation has also severely limited marketing choices.
Describing the structure of the Mideast Marketing Area, USDA’s 1999 milk
order reform decision observed that as of December 1997, 20 cooperative



associations pooled milk under the 5 orders to be consolidated (considering
MMI and DFA as one entity — DFA). The percentage of cooperative
member milk pooled varied from 44% in Order 36 (E. Ohio-W. Pa) to
86.5% in Order 40 (So. Mich). Today in Order 33, there are eleven 9(c)
cooperatives (Exhibit 6, table 1), and fewer than nine cooperatives reporting
as pooling handlers (testimony of Sharon Uther). The largest three
cooperatives pooled 83% of the market’s milk in September 2004 while the
remaining cooperatives pooled 11.5%. Independent patron milk poocled by
distributors accounted for only 6.5% of pool milk. Ex. 11 Tables S and 17;
and Ex. 6, Table 5.

The three largest cooperatives or federations pooling milk in Order 33, we
believe, based on Exhibit 11, Tables 3 and 17, are: (1) DMS (pooling
handler for DFA, Dairylea, FDUSA, former Dean Foods patrons, and a
number of pay-to-pool manufacturing plants), (2) Michigan Milk Producers
Association, and (3) White Eagle Milk Marketing Federation — a distant
third. Based on White Eagle Federation’s own records, estimates of MMPA
production from its website and from Hoard’s Dairymen’s annual report of
cooperative rankings, and DFA’s website information (Attachment 3), we
estimate approximate monthly Mideast pool volumes of 9(c) cooperatives or
federations to be as follows:

Million lbs % of pool
Total pool 1,336 100
Total 9(c) milk 1,249 93
DMS/DFA 700 52
MMPA --- 250 19
White Eagle 145 11
All other 9(¢) milk ---------------- 154 12

Even these estimates, however, understate the market domination of DFA,
because it does not account for milk in the “all other” category marketed by
DFA and marketing partners affiliated through marketing agencies in
common that are not “9(c)” cooperative federations (like White Eagle and
DMS) for pooling purposes. These include: (1) the Mideast Milk Marketing
Agency (MEMMA), a combination of DFA/DMS, Foremost Farms, Land
O’Lakes and NFO that gain pooling base for constituent members by sales
to distributing plants in Indiana, Ohio, and Western Pennsylvania —



including the large, muiti-plant operations of Dean Foods, Kroger, and
NDH, and (2) the Producers Equalization Committee (PEC), a combination
of MMPA and DFA/DMS, and other cooperatives that gain pooling base by
sales to Michigan Distributing plants.

Proponents of Proposal 2 have said that one of their primary objectives is to
cause the disassociation from the pool of “distant” milk from Wisconsin,
Illinois, Minnesota and Jowa that has not historically been associated with
the Mideast. This stated purpose is impermissible as a matter of law and
inconsistent with past regulatory policy, which we will brief; plain wrong on
the historical facts; and conveniently disregards “distant” milk newly
associated with the market from the northeast — an area in which DFA’s
market share and sphere of influence is greater.

Milk from Wisconsin and Iilinois has for many decades been shipped to and
pooled on the Mideast Order and its predecessors, though the volume has
ebbed and flowed as economic incentives varied, as shown in Attachment 4.

Alto Dairy, a White Eagle Federation member cooperative, as well as
Family Dairies USA, have marketed Wisconsin milk to the Mideast and
predecessor orders, included in Attachment 4 data, for decades. Federal
Order prices and price differences have contributed to this ebb and flow, as
they should. In USDA’s “Amplified Decision” from national milk order
hearings in 1990, responding to a Minnesota federal court opinion, USDA
explained:
“Producers make their production and marketing adjustments on the
basis of changes in blend prices and differences in blend prices among
orders. It is not uncommon for supply areas of individual orders to
expand or contract in response to blend price changes over time.
Also, because milk is free to move to handlers regulated under
different orders, it is not uncommon for milk to shift from one order to
another in response to blend price differences that result from changes
in supply and demand conditions under different orders.”
59 Federal Register 42422, 42426 (August 17, 1994).

Family Dairies’ historical association of Wisconsin Milk with the Southern
Michigan market, indeed, was the subject of litigation in the early 1990s
reported in two 7 Circuit opinions when Family Dairies was known as
Farmers Union Milk Marketing Coop. At issue in those cases was a



reduction in the blend price payable to producers in Wisconsin by an
increase in the Southern Michigan negative location adjustment. When the
blend price dropped, so did Farmers Union milk pooled in Southern
Michigan. Price discrimination between producers by location adjustment is
expressly authorized by the Act (as our attorney will brief), and was
proposed by Continental Dairy for this hearing to address perceived
problems with so-called “distant milk” pooled on the order. Although White
Eagle Federation supported putting this issue on the table, USDA declined to
include the Continental proposal in its notice of hearing. Attachment 5.
USDA'’s decision to foreclose even genuine debate on this alternative
remedy to a perceived problem is inconsistent, we believe (and will further
argue on brief), with its obligations to small business entities under the
Regulatory Flexibility Act and Executive Orders implementing that Act to
consider least burdensome alternatives if a regulatory burden adversely
affecting small businesses is to be imposed at all.

Who are those who would be affected by the new burdens proposed by DFA
and MMPA, now joined by Dairylea (a DMS marketing partner of DFA) and
NFOQO?

A net gain to DFA: Although the rule is facially one of general
applicability, it would not, we believe, create new burdens for proponents
because the proponents have a virtual lock on pooling base by full supply
contracts to the markets major distributing plant handlers, as illustrated by a
twenty-year supply agreement between DFA and Dean Foods to which
reference is made in Dean Foods’ annual report filed with the SEC, and
reproduced on Dean Foods’ website and the SEC website. The agreement,
which includes liquidated damages of up to $96 million to DFA should Dean
renege on its commitments to buy raw milk from DFA, was sweetened for
DFA by Dean’s payment of $28.5 million in the fourth quarter of 2001. We
have not been told of the details of the Dean/DFA deal, although it is highly
relevant to this proceeding. We do recall, however, that early in the first
quarter of 2002, Dean announced that it would no longer be in the milk
procurement business and turned its independent producers over to
DFA/DMS for marketing, pooling and field services. We believe that DFA
would benefit from the proposed rule change in a number of ways beyond
the “mere” PPD increase of 2 cents per hundredweight as illustrated in
Exhibit 7, Request 21.



Because DFA and its marketing allies have pooling base to spare, adoption
of proposal No. 2 would increase the value of pooling base to DFA, and cost
to its raw milk competitors, due to sale of pool access. Typically, as I have
learned from a number of sources, DFA will “market” access to the pool to
manufacturers for a split between DFA and the manufacturer of the PPD
value of pooling on Order 33. That 1s, the difference between the Order 33
PPD and the Order 30 PPD. Accommodation pooling of this nature is
reflected in Exhibit 15 transportation invoices from various sources in
Wisconsin and Minnesota. It is this type of accommodation pooling by
DFA, I believe, that explains a gradual “return” to the Order 33 pool of milk
from the Upper Midwest after Order 33 was last amended effective August
2002, The significant increase since 2002 in milk from “distant sources” (as
illustrated in Exhibit 7 (request 1a) and Exhibit 11 Table 24) cannot be
explained by new milk added to the pool by the White Eagle Federation.

If the Upper Midwest pooling provisions are also tightened, as DFA has
requested, the value of accommodation pooling may increase to the
difference between the Mideast PPD and the Class III price, because there
may otherwise be no pool alternative for milk. Another competitor response
of benefit to DFA, of course, is that the competitor (having no other choice)
will join DFA or a DFA marketing partner, and gain pooling at the expense
of losing marketing choices that should be protected by the Secretary under
the Agricultural Fair Practices Act.

A loss to White Eagle Federation and other small cooperatives:

While DFA would gain 2 cents in PPD prices from its proposed rule, and
gain immeasurably more by the rule’s effect on market power, White Eagle
and the few other smaller competitors of DFA would suffer higher costs,
lower revenues, and loss of marketing choices far beyond the 2 cent
consequence to the pool. Yes, White Eagle’s small share of the fluid milk
market, and its lack of “pool” manufacturing plants to receive milk treated
as a pool plant receipt rather than a diversion, makes it inevitable that its
diversions of milk will represent a larger share of White Eagle’s pool milk
than that of DFA and its marketing partners. White Eagle would have to
disassociate milk from the pool (or perhaps more aggressively seek to
displace DFA, if that is possible, in some of its accounts) if proposal 2 is
adopted. Though the proposal calls for a reduction of 10% in allowable
diversions in the fall, the actual consequence is a reduction of 50% in the



volume of milk for manufacturing uses that can be pooled. At the current
time, 10 million pounds of pooling base (sales to distributing plants) allows
a section 9(c) cooperative to pool 25 million pounds of milk — 15 million
pounds (60%) for manufacturing use by nonpool plants. If proposal 2 is
adopted, only 20 million pounds could be pooled, with 10 million pounds
(50%) diverted to the region’s manufacturing plants. It makes no difference
whether such plants are within or outside of the Mideast Marketing Area.
For the hypothetical cooperative having maximum diversions in September
2004, this would have meant a loss of up to 73 cents per hundredweight (the
September PPD, Ex. 7 Request 21) on 50 million pounds representing 20%
of the cooperative’s milk supply. For members of the cooperative as a
whole, this loss would mean a revenue reduction of 14.6 cents/cwt. on all
milk., The Secretary should not, we believe, allow milk order amendment
proceedings to be used as a tool to gain market power for dominant handlers
where non-order means, whether fair or foul, have failed to eliminate small
competitors from the market place.

Now, I wish to say just a few words on the “depooling™ proposals. We
endorse the views expressed by AMPI, Land O’Lakes, Foremost Farms
USA, and First District Association in their post-hearing brief following the
Central Market hearing, including: (1) that alternatives to pooling penalties,
such as an adjustment of the timing of Class III and IV price announcements
should be considered; (2) that the issue should be addressed nationally so
that all orders (if any) will be amended simultaneously to prevent multi-
regional cooperatives from parking milk in an unaffected nearby order (such
as Orders 5 or 7) to avoid the penalties, as happened in Order 33 with
Northeast milk last June and July; and (3) the long-term practice of
depooling, combined with the uniquely new nature of the proposed rules,
compels rejection of proponent’s request to skip the procedural benefit of a
recommended decision and consideration of exceptions before rendering a
final decision. A recommended decision need not be delayed, but a final
decision on a new regulatory concept of depooling penalties should not be
rendered until the industry and the Secretary have the benefit of comments
on a proposed rule before the concrete is dry.

As the DFA/MMPA/Dairylea/NFO witness admitted, depooling is not new

or recent. It has been common practice since 1989, as reported in USDA’s
annual Federal Milk Order Market Statistics. What is new is the recent
degree of price volatility, Cheese prices on the CME have been bid up



rapidly, and then drop rapidly. Recent newspaper articles, reporting
admissions by DFA’s CEQ and sources with inside CME information,
indicate that DFA was the sole bidder causing rapid CME cash cheese price
increases, and DFA’s withdrawal from CME bidding produced a predictable
collapse in cheese and milk prices. Although long-term maintenance of
artificially high prices on the CME is probably not possible, short-term
volatility may be created by a deep-pocket buyer who will enjoy secondary
gains in short-term milk prices. Before amending milk orders at DFA’s
request due to the recent experience of short-term and extreme price
volatility, USDA should investigate whether the cause of new price volatility
was manipulation of the CME by DFA or any other buyer, and whether
CME manipulation also manipulated USDA’s milk order rulemaking
process.

There are other defects in the proposals of DFA/MMPA, Dean Foods and
others that create inequitable, unequal, and unfair burdens following the
depooling of milk. These aggravate the competitive problems I have
discussed in response to proposal 2.

For example, the proposal severely limits the ability of small Order 33
cooperative handlers to increase producer membership and milk volume
from existing sources within the pool whether the handler depooled milk or
not. Proposed Section 13(e)(2) would allow an increase in producer pounds
above 115% of the prior month only if the milk came from producers
continuously pooled on “any other” federal order, but apparently not from
this order. Because of the small size of several cooperatives in the market
(Ex. 11 Table 17), this part of the proposal uniquely burdens such small
cooperatives and their small business farmer members.

Proposed Section 13(e)(1) provides a penalty-avoidance opportunity
uniquely benefiting DFA and its marketing partners by exempting from any
penalty milk shipped to a distributing plant. With its large distributing plant
customer base, multi-regional markets and expansive supply system, DFA
more than any other handler in the market, could simply switch otherwise
disqualified milk to distributing plants and temporarily pool any excess on a
market unaffected by depooling penalties. This does not mean that the milk
would physically leave the Mideast, but rather that it would touch base in the
closest available order and be diverted back to manufacturing plant
customers in the Mideast, as before, without being subject to a depooling



. penalty beyond the cost of touching base elsewhere, offset by any higher
blend price on the order in which the milk is paper-parked for three months.

Thank you for your attention. That concludes my testimony.



ATTACHMENT 1

Mideast Milk Marketing Area*
Number of Handlers Plants
1989, 1995, 2000, 2003 and 2004
-~ 1989 - -~ 1995-- —-2000-- --2003- - Dec04--

Handlers' 111 78 38 33 33
Supply plants 19 10 7 7 3
Distributing

Plants 78 64 48 45 42
Distr. Plant

Handlers 22

" Aggregated information 1989 and 1995 for Mich. U.P, So. Mich, Indiana, Ohio Valiey and E.Oh.- W.Pa.
Handler numbers for 1989 and 1995 are simple totals, and may be counted more than once for cooperatives
that were handlers in muitiple markets. Source: USDA, Federal Milk Order Market Statistics, Annual, and
Exhibits 6 (Table 1) and 11
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' ’ ATTACHMENT 2

. Fluid milk plants and pool manufacturing plants operated in the federal
Mideast milk marketing area by the largest milk and dairy companies:

Source - The Dairy 100 List
http://www.dairyfoods.com/FILES/HTML/PDF/Dairy100Table2004.pdf

For the 11th annual Dairy 100, Dairy Foods solicited the top companies in the
industry through emails, faxes, and phone calls. In cases where the company did
not wish to divulge dairy-specific sales figures, estimates were made using
financial report information, and industry experts. The sales figures are for dairy
products or products dairies could make. That means juice and non-dairy
creamers are counted, but pizzas, pickles and coffee are not.

SALES SALES
COMPANY LOCATION DAIRY EXECUTIVE TYPE  PARENT COJSUBSIDIARIES FY END 03 02

M

Dean Foods Co. Dallas, 1% Grega bngles, Chanman/C10 Py S-Dean Dairy Croup Deon atienal - 1273103 8260 8120
Brand Group, White Wava. lotizon
Orggonic. Dean Spexialry Focds Group

DEAN FOODS : Total US milk plants: 105

Plants in Mideast federal milk order marketing area:

. Indiana: Schenkel's All Star Dairy, Huntington (fluid); Dean Foods, Rochester (multiple products);

Kentuckylouis Trauth Dairy, Newport (multiple products); [ other Kentucy plants: Dean Foods, Louisville
(multiple products); Ryan Foods Co., Murray]

Michigan: Liberty Dairy, Evart (fluid); Melody Farms, Detroit; Country Fresh, Flint (multiple
products); Country Fresh, Grand Rapids (multiple products); Country Fresh, Livonia(fluid and frozen)

Ohio: Reiter Dairy, Akron(ice cream, milk); Broughton Foods, Marietta (cultured); Reiter Dairy, Springfield
(fluid), Frostbite, Toledo (novelties, ice cream); Oklahoma: Borden, Tulsa (cultured and fluid);

Pennsylvania: Meadow Brook Dairy, Erie (milk); [other Pennsylvania plants: Fairmont Products, Belleville
(cultured and ice cream),; Lehigh Valley Dairies, Lansdale (fluid); Wengert's Dairy, Lebanon (fluid);
Lehigh Valley Dairies, Schuylkill Haven (fluid); Dean Foods, Sharpsville (fluid)}

n National Dairy Holdings LP Dallas T¥ Allen Mesver Chamman/CIO Py S0 awned by Dairy Tenmers 12/31 /03 2152 230
of dmeia
Brands: borden. ¥eadow Gold Cream O Weber, Dairy fresh, flav-0-Rich Siniton Veldaand others Plants (20): Alabama Dairy Tresh Cowarts Greemshion

Pritdhand, Cobor addo Sinton, Coborade Springs, Floda, Velda Farms, Miomi & Winter Hoven (oid); Kentocky, Goblenrod. Madisonsille iBuid) Flas 0 Rich, London. illuid).
Lomsina Bouden Lafayette {luid) Doy fresh, Bakes, Mrsisappn Dawy Fresh Hattieshorg: Ohio. Domymen's Qevelind (hodd, B 8yer Gneman (Fud ) South
Caucling Caburg, I Charleston (hoid; Tennessae Chatancega Doy Chatanocga lexas Berden Austin, Contos & Dallas (all ol Utahy Cream 0 Weher Sall Lake Giy
(Moadi: Viegini, Valley Rich. Bonnoke illuid) (18 plants sold 1o NP Hood in 2004

NDH  PLANTS IN THE MIDEAST MARKETING AREA

Ohio, Dairymen's, Cleveland (fluid); H. Myer, Cincinatti (Fluid);




“ Kroger Co. Dairy Operations  Ciinnali, OH Gl frey Cover S Tz Kregger Co 2/2/13 20000 1,900
pes. manulcluring

Brands: Kioger, Privne Sedection Products: Mk ice coeam noweliics, aliuned dheese Plants (18): Centerminl Faius Dairy Alantn; Compton Genmery Complon
tall - Crossaond Fans Dairy. Wdinnapelis: Neritage Fats Dairy. Mo lreeshoro, lean : Jacksen Daivy, Rulchinson K Jackson ke Cream Derer; Lagton Dairy. Laylon,
Ut Michigan Duiry Livonia. Midy, Biverside Geamery, Biverside, Calil Southern Lo Cream Spesiollies, Mariett, Ga . Springdale [ee Crenm Cincinnati, Ohio; Swon
felaned Dy Porthand Ore; Tamarnck Farms Doy Hewnik Ghios Tolleson Dairy, Tolloson. &z ; furkesy 1l fuiry. Conestona, Pa ; Yanderao Dairy, Toil Wonth, Texas
Wesloeer Dairy Lyndhburg, Yo Windhester Dairy Fanms. Windhester Ky

Kroger — Plants in the Mideast Marketing Area

Crossroad Farms Dairy, Indianapolis;
Michigan Dairy, Livonia, Mich.;
Springdale Ice Cream, Cincinnati, Ohio
Tamarack Farms Dairy, Newark, Ohio;
Winchester Dairy Farms, Winchester, Ky.

n Leprino Foods Co. Denwer, € James Lepting Chaiman i 10/30,03 1700 | 0
Brands: ropristary Brunck Products: Mozzarella, provolons. pieza deese cheese blends whey protem concentrate, whey and lictose, Plants (9): Lemoare fust

Leamaore Vsl & Nacy, Calil 11 Mongan. Colo; Allerslole & Remus, Mid: Bvenma Beb (ahey onkyd; Roascell 1L Wavedly, 1LY o folk. Meb. plant dosed 2003

Leprino — Mideast pool manufacturing plants:
Allendale & Remus, Mich

SALES  SALEY
COMPANY LOCATION DAIRY EXECUTIVE TYPE  PARENT COJSUBSIDIARIES FYEND 03 02
11
Dairy Formers of America Kansas Gity, %0 Gary llanman, Pres /(L0 ( i joint ventures not induded 12731403 1392 136%
males figores
DFA — Mideast pool manufacturing plants
Indiana: Goshen (balancing facility, butter, cream, condensed products);
Pennsylvania: New Wilmington (Italian cheeses, whey);
m Forernost Farmes USA Cooperative Barabos, W1 Lavid Tohomann Pres ( 12/31703 1202 1167

Foremost Farms USA — Mideast pool plants

Elkhorn, Wisconsin — pool supply plant during some months

SALES  SALES
PARENT CO/SUBSIDIARES 03 02

Prairie Farms Dairy Inc. Carlinalle, 1L Poget Capps. (10 ¢ Severljoint ventures notindwled — 9/30/03 10% 1058
insnks hgures

Prairie Farms — Plants in the Mideast Marketing Area
Indiana: Anderson(milk), Fort Wayne (milk, cultured), Holland (milk), Lafayette (novelties),
Michigan: Battle Creek (milk);




m Parmalat USA Vinllington HJ Michael Resicki, Pres /L0 S P-Parmala S.p (Haly) 1221703 810 408

Parmalat — Plants in the Mideast Marketing Area
Grand Rapids, Mich. (UHT milk);

m Upstate Fams Cooperative tnc.  Bullalo, HY Fob Hall CEO ( §-01-A-Ka Mille Products 8/30/03 196 185
fales notududesl) See helow Ho. 63

Upstate Farms — Mideast pool plants
Buffalo, N.Y

m United Dairy Inc. Partin’s Teny, 00 Joseph L Coson. President—— Pr 12/31/03 12 109

Brands: United Guality Chekel United Valley Bell Tike Products: Milk cultured iz asam novelties Plants (3): Martim [y, Ohie; Charleston, ¥ Vo, Uniontcon. Pa. (all
prelcts)

United Dairy — Mideast plants
Plants (3): Martins Ferry, Ohio; Charleston, W. Va.; Uniontown, Pa. (all
products)

m Michigan Milk Producers Assn.  Hovi I Jebw Dillaned. Gen Mg s 9/30/03 137 1M
Brands: None Products: Yilk acam hutter poedder, corddersed milk Plants {2): Constantine & 0w 2kh (all praducts at bath locations)

MMPA — Mideast pool manufacturing plants
Plants (2): Constantine & Ovid, Mich. (Milk, cream, butter, powder, condensed milk, all products at both
locations)

m Bareman Dairy Inc. Hollond M1 Stan Barenmn Fesident Pt 93008 9 91

Products: Milk i asnm. novalties awhuesl juices dinks Plants (1): Helland

Bareman Dairy — Mideast plants

Plants (1): Holland ( Milk, ice cream, novelties, cultured, juices, drinks)

m United Dairy Farmer s Inc. Cincinnati, OH A Brodford Lindner CEO Pr 12731/ 9 9
Brands: United Dairy Famers Home Vads Brand Kiazy Kreams Mio Shake Products: Mk ice aeom novelties cltored Plants (1): Gncnnoti

United Dairy Farmers — Mideast plants

Plants (1): Cincinnati (Milk, ice cream, novelties, cultured)

SALES  SALES
TYPE  PARENT COJSUBSIDIARIES 03 '02

Schneider's Dairy Piltsburgh P4 Vil Schngides pres P 330 9 90

Bronds: Sdineidsr Vallay Frm, Mong Products: Sk cheese dinks. we ceam mix

Schneider’s Dairy — Mideast plants

Pittsburgh (Milk, cheese, drinks, ice cream mix)




. USDA DAIRY PROGRAMS Mideast Market Administrator — Pool Plants May 04
State Plant City

Indiana

1.Dairy Farmers of America Goshen
2.Dean Foods Rochester

3.Eastside Jersey Anderson

4.The Kroger Company Indianapolis
5.Pleasant View Dairy Highland
6.Prairie Farms Dairy Fort Wayne
7.Schenkels All Star Dairy Huntington
8.Smith Dairy Wayne Division Richmond
Kentucky

9.Louis Trauth Dairy Newport
Maryland

10.Potomac Farms Dairy Cumberland
Michigan

11.Baremans Dairy Holland

12.C.F. Burger Detroit

13.Country Fresh Flint

14.Country Fresh Grand Rapids
15.Country Fresh Livonia
16.Guernsey Farms Dairy Northville
17.Inverness Dairy Cheboygan
18.Jilberts Dairy Marquette

19 .Leprino Foods Allendale

20. Leprino Foods Remus

21.Liberty Dairy Evart

22.Michigan Dairy Livonia

23.Michigan Milk Producers Assoc. Constantine
24.Michigan Milk Producers Assoc. Ovid
25.Parmalat Grand Rapids Wyoming
26.Prairie Farms Dairy Galesburg
27.Quality Dairy Lansing

. New York
28.Upstate Farms Buffalo

Ohio

29.Arps Dairy Defiance
30.Broughton Foods Company Marietta
31.Consun Foods Elyria

32.H. Meyer Dairy Cincinnati
330berlin Farms Dairy Cleveland
34.Reiter Dairy Akron

35.Reiter Dairy Springfield
36.Smith Dairy Orrville

37.Sterling Stores Wauseon
38.Superior Dairy Canton
39.Tamarack Farms Newark
40.Toft Dairy Sandusky

4].United Dairy Martins Ferry
42.United Dairy Farmers Cincinnati

Pennsylvania
43.Carl Colteryahn Dairy Pittsburgh
14, Dairy Farmers of America New Wilmineton

45.Dean Dairy Products Company Sharpsville
46.Gallikers Dairy Company Johnstown

47 Marburger Farm Dairy Evans City
48.Meadow Brook Dairy Erie

49.Schneider’s Dairy Pittsburgh

50.Tumers Dairy Farms Pittsburgh

51.United Dairy Uniontown

West Virginia

52.United Dairy Charleston




ATTACHMENT 3

THE LARGEST MILK COOPERATIVES WITH SALES IN THE
FEDERAL MIDEAST MILK MARKETING ORDER

WEBSITE INFORMATION ON PRODUCTION, MARKETS,
LOCATION AND MEMBERS

The Top 50 dairy cooperatives 2003, by Hoard’s Dairymen (Summer 2004),
republished by Family Dairies USA;

Foremost Farms USA membership, production, locations and milkshed
(excerpts from 2003 annual report).

Michigan Milk Producers Association membership, production and milkshed.
Dairy Farmers of America, membership, production, markets and major

customers, national milkshed; Mideast Region membership, production, and
major customers.
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3225 East Washington Ave.
Madison, WI 53704-4391
Phone: 608-244-3373 Fax: 608-244-3643

Family Dairies USA
Top 50 co-ops handle 137 billion pounds of mi

We've moved up to number 5!
by Annie Whitehill

The Nations top 50 cooperatives marketed 137.286 billion pounds of milk last year which was up 1 percent from 2002. "
nearly 81 percent of the 170.3 billion pounds produced in 2003.

For the first time in five years a new name appeared in the top five. Family Dairies USA edged out Dairylea for No. 5. I
Dairies produced 178 million pounds more than in 2002 for a total of 5.638 billion pounds. Dairylea held steady at 5.5 b
Making the biggest leap is Lone Star Milk which jumped five places to No. 20 with 1.420 billion pounds.

Farmer's Cooperative Creamery, which recently acquired Portland Independent Milk Producers, moved from 34 to 30.

Dairy Farmers of America handled over twice as much milk as California Dairies, No. 2. With 13,445 farms shipping 3!
DFA produced 21 percent of the nation's milk. While DFA continues to increase pounds of milk handled, which is parti
their members produced an average of 212,564 pounds more than last year, the total number of member farms decreasec
handled another 20.7 billion pounds of nonmember milk.

Members of the top three co-ops, DFA, California Dairies, and Land O'Lakes, collectively produced more then 62.5 bill
.percent of the nation's milk.

A New Mexico cooperative, Continental Milk, handled the most milk per farm . . . 55.9 million pounds. Second was Sel
also from New Mexico, with 43.2 million pounds per farm.

The only new addition is Calhoun Cooperative Creamery Co. which edged out Country Classic Dairies, Inc., Bozeman,
50.

Information for our Top 50 Co-ops List is provided to Hoard's Dairyman during the summer. Each cooperative is contac
provide the previous year's information. (Since some co-0ps end their fiscal year on a date other than December 31, mill
member farms may not necessarily represent the 2003 calendar year.)

|[Coops marketing to the Mideast Marketing Order highlighted in yellow.] J
Member Men
. : milk Member : ; milk
Rank D t D
n airy cooperative i, o s Rank airy cooperative e
- (bil. Ibs.) [ ] Ibs.)
] @ gijyhl;a&mers of America Kansas 35.800 13,455 26 = i?:;tslir;elgabldDalry Products, Inc. 1.00°
_—‘ ) I:;I ] -
California Dairies, Inc. = Upstate Farms Cooperative Inc
>
2 E Los Banos, CA. 14.529 662 27 L || Butalo, NY. 0.97¢
il
e | !
A L 'Lakes, Inc. 2
s |l pase Joaso [ ||| By S 059
Northwest Dairy Association ; Magic Valley Quality Milk
4 @ Seattle, WA. 6.729 691 29 Producers Jerome, ID. 0.67
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5 jlf;;;i‘;l?“‘;'l‘s L 5.658 4078 |30 é Gt e ) 1
e i D e
7 —D— ?»}Z?%T:E? I\I)’{[;Ilk Producers, Inc. 5300 4300 39 : ?gg‘uﬁsfgtl;gfgi-cfmpcraﬁve, 0.53"
8 E{;emost Farms USA Baraboo, WI. ||4.897 3383 (133 [ e e b Moo ik, (059
N E el e il B e
10 E i;;lzct Milk Producers, Inc. Artesia, 3327 77 35 é gizgzz I]:/;illllg,(#;?erative, Inc. 0.47(
1 e Bl s O
NE e ol B T
13 E gc;ﬁteh\\::\s: I;I;dlk, Inc. 2.861 307 38 E %}3{ l-VIi[k Producers, Inc. Roswell, 038"
0 || etaseon ™ Tagss Jioz a0 | |oemenenee™  Joss
15 ; e Ny 2384 1363 ||40 E CeEC eSS TR | o
: =] Swiss Valley Farms Company : ] Lowvillc.ProducerS Dairy 6
16 D Davenport, IA. 1.684 1,013 41 | Cooperative, Inc. Lowville, NY. 0.2
.F — é;g‘:g:;ﬁ—l;[:amd Cooperatives 1.593 1.772 42 : ggztgzz;i’xnguoperalivc 0.24"
N T B ) e
19 :l"\},’;i;’jfwaf"’*’mﬁ"e 1528 ||620 44 E e 0.21¢
20 E LA 1.420 205 45 : e 0.20:
1 || gt iz s s [[peitigemecommy 0,15
e e T E e
2l N D
N1 sl O e
25 l: D i 17, || 1197 500 50 ] e
[1:_;511:«:1;12:? of National Milk Producers :l TOTAL 137.

[ I Member of National Milk Producers Federation
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HIGHLIGHTS,

Statistical

Praducer milk received (pou nds)
Averoge number of farms
Average milk per farm (paunds)
Avarage value of milk par farm
Praduds monufoctured:
Cheess (pounds)
Butter (pounds)
Padkaged fluid milk (gallons)
Cultured products (pounds)
Packaged juices (gallons)
Whey produds [pounds)

Financiol

Total revenues

Net income

Income ollocated

Caosh retumed to members

Current ossefs

Working copital

Current ratio

Total assets

Long-term obligations

Totol members’ & patrans” equities

For the years ended December 31,
2003 2002

5,033,280,000
9,766
1,336,500
$159,603

495,946,000
25,418,000
72,740,000
61,977,000
26,359,000

256,302,000

For the years ended December 31,
2003 2002

$1,167,398,000
$2,162,000

$726,000

At December 31,

$132,421,000
$34,733,000
13810 1.00
$341,991,000
$75,150,000
$158,679,000

ON THECOVER Owar 68 ailion gullons of Suid wilk products ware producad ot our Du Rure and
Woukesha, Wisonsin, plrak in 2002 Mike Gosrou, o produdion exsodak ot foraanst Faray’ Do Pare
plant malas swe fiot o e poduck axrich our custamas’ apecirions for qually and wholenmane.




1509 employees are commifted
Io considenlly produding supertor
dairy produc while maximizing

refurns for our member-owners.

Location Telephone Directary

Alma Cener, Wisconsin [715) 964-7411  Milon, Wisconsin (715) 267-7015
Appleton, Wisconsin [920) 734-1481  Plover, Wisconsin (715) 341-0101
Bomboo, Wiscansin |408) 355-8700 Praston, Minnesotn (507) 765-3831
Chilton, Wisconsin [920) 849-9339  Reedsburg, Wisconsin (608] 524-2351
Clayton, Wisconsin [715) 948-2166  Richlond Certer, Wisconsin (608) 647-21B6
De Pere, Wiscoruin [920) 336-4206  Rothuchild, Wisconsin (715] 350-0534
Blkhorn, Wisconsin [242) 723-8870 Sparta, Wiscensin (608) 249-3126
Indianopelis, Indiana 1317) 8427755  'Waukesho, Wisconsin (262) 312-5000
Loncaster, Wisconsin [4608) 723-7681 Wauken, lowa (543] 568-3474
Madison, Wiscomsin [608) 2713000  Woumandes, Wisconsin (608) 624-2121
Marshfield, Wisconsin [715) 3B4-5616 Wil som, Wisconsin (7151 772-4211

Equad Oppodun ily Employer




http://www.mimilk.com/fieldstaff/fra_michmap.htm

Michigan Milk
Producers Assn
Member Service
Areas

MMPA 2003 member milk production:
3,240 million pounds

MMPA 2003 producer members: 1,769

(source: Hoard's Dairymen)




Who We Are

DRy FARMERS o/ AMERICA

MyDFA

Who We Are

Members

Newsroom

Parlners

Farm & Family

LYFA Mart

Join DFA

Who We Are
| Co-op | Milkshed | Plants | Products

Our Actions Have Caused Quite A Reaction

Dairy Farmers of America is LT oS it
all about milk and the 22,924 DFA's History
dairy farm families who produce -
it. We are proud to be a Get the facts on DFA
cooperative, owned and operated

by the dairy farmers whom we

serve. We are one of the

country's most diversified U.S.

manufacturer of dairy products,

food components and

ingredients. We are a leader in

formulating and packaging shelf-stable dairy

products in can and glass.

We are one of the most vertically-integrated and
future-focused co-op and food companies in the
industry. We are an organization with over 3,500 employees.

We are DFA—the premium provider of market opportunities for
farmers and a value-added supplier of innovative dairy products and
food components for customers around the world.

Click on an Area for a brief overview.
Talk to Us | Privacy Policy | Site Map | What's New

[ Search |

powered by FreeFind

http://www.dfamilk.com/who_we_are/index.html

Page 1 of 1
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Who We Are: Milkshed Page 1 of 1

?m Who We Are

Dy FARMERS of AMERICA

. The State of the Milkshed
MyDFA

Who We Are . 3
DFA markets and processes milk and dairy products on behalf of its

Meniboels member-owners across the United States. DFA’s member-owners
= marketed 56.5 billion pounds of milk (33 percent of the U.S. milk
supply) in the year 2003.

Newsroom
DFA membership and milkshed is divided into seven geographic
Partners marketing areas. These areas are structured for grassroots
representation of farmers and their local markets. DFA’s footprint
Farm & Family extends into every state and moves into many international markets.

Market opportunities for member milk include DFA's own family of
value-added manufacturing plants along with DFA's expanded joint

LA Mamte -W
—

YEA Mart
i venture network of the some of the nation's most well-respected
Join DFA regional and national fluid milk bottlers and dairy product
; : manufacturers.
;f i .
i \W ﬁ'- y -' o Oyperatisy Structure
‘ ¥ - 2003 Sales by Product 2003 DFA Membrer Production

. DFA's structure Milk Marketings DFA’s footprint

Click on an image for a bigger view

Talk to Us | Privacy Policy | Site Map | What's New

| Search |

powered by FreeFind

http://www.dfami]k.comfwhofwe_are/whogwe_are_milkshed.html 3/4/2005
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Operating Structure

. DFA Members ém

DAIRY FARMIERS of AMERICA
|
Value Added
I
Balancing Borden Dairy Formulated
Hauling Fluid Sales 1 40 plants % Foods W
—T_ ’J I s i
D ~ Common
Governance | . Llean Marketings Joint Ventures Dairy America
B ) Agencies Fluid -
X Manufacturing
Member o DairvAmerica
Services national dairy

http://www.dfamilk.com/images/milkshed_structure.jpg 3/4/2005




@ 2003 DFA Member Production

-

-

2003 DF A Member Milk Production
Tanker Loads Per Day

B More than 20 tankers  {15)
[ 10 to 20 tankers (17)
[J 1to 10 tankers (335)
[(Less than 1tanker  (1171)

http://www.dfamilk.com/who_we_are/images/footprintweb.jpg

Page 1 of 1
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Facts About

DFA Mideast Area

Fulfilling the promise in every
drop of milk.

Bringing fresh dairy quality to
America’s dinner table.

Growing new markets for
America’s dairy industry.

Putting muscle in milk
marketing programs.

Mideast Area

3737 Embassy Parkway, Suite 300
Fairlawn, OH 44333
Phone:330-670-7800

FAX: 330-670-7801

DAIRY FARMERS o AMERKA

Who Is Dairy Farmers of America?

Dairy Farmers of America (DFA) is proud to be owned and
operated by the 22,924 dairy farmers whom it serves. In 2003
DFA marketed and processed 56.5 billion pounds of milk and
dairy products - 33 percent of the U.S. milk supply - on behalf of

its member owners.

DFA provides its dairy-farmer members cost effective marketing
and movement of milk, global market opportunities, access

to branded and value-added markets, expanded product
manufacturing capabilities, cost efficient services and programs and

long-term value.

DFA’s structure maintains seven geographic marketing and
membership areas designed to enhance the grassroot representation

of dairy farmers in their cooperative.

About the
Mideast Area

The Mideast Area of Dairy Farmers
of America, Inc. (DFA) serves a
milkshed extending into 6 states.
DFA’s Mideast Area represents
2,633 member farms that market
more than 4.2 billion pounds

of milk cooperatively. Average
production per member farm is

Jim Carroll

Chief Operating Officer

e '-."“'1i63£ million pounds of milk per

year..

To learn more about DFA, contact us at $888-DFA-MILK
(888-332-6455), or visit our Web site at www.dfamilk.com.




- Governance Structure. - ..
The Mideast Area Council is -

" divided into 25 distiicts. The  ~ .
..members in each district sefect . .
. -one representative each to Serve_ o
"on the Mideast Atea Council

- and the Mideast Area resolutions:

~ committee: The Area Council

_monitors the marketing of membet

" milk and provides advice o the .

. Tom Ctoner )
, ‘Arm Coum‘d Chisr

Mideast Area Councxl

Corporate Board of Directors

_ in matters pertaining to the

Area. From these 25 council -

" representatives, eight members are

elected 1o serve on the DFA Board
of Diregt_ors. The 25 elected Area
resolutions commiittee members

‘help determine policy guidelines

for the Board and select 8 members
1o serve on DFA’s corporate
resolution’s committee. Members
also chose Delegates to represent
them when a member vote is
necessary. The Mideast Area sends
one delegate for each fifty farms

to vote on necessary matters at the
DFA Annual Meeting.

About Our
Milkshed

Member Farms
2,633

Annual Milk Production
4.2 Billion Lbs.

Average Production

Per Member .
1.63 Million Lbs.

Services and Programs

Professional On-Farm Field Service ¢ Quality Assurance (Free Dump) Program
* Milk Income Loss (due to fite, wind or lightning) * Quality Pricing Program
* Volume Pricing Program * Seasonal Production Bonus Progtam * Bulk Tank/
Driveway/Generatot Loan Program * Specialized Programs through Eastern
Laboratory Services, Ltd. ® Custom Lab Services * Individual Cow, Herd
Health, Bulk Tank Monitoring * Forward Contracting ® Milk Quality Testing *
Component Testing ¢ Young Cooperator Program & Area Scholarships

¢ DFA Value Added
B Nationai Dairy Holdings
@ Southem Belle

Joint Ventures

National Dairy Holdings
Ién Largest Customers Southern Belle
1. Suiza Foods
2. Kroger Company gﬁfl %n#actunng
3. National Dairy Holdings Goshen, Ind.
4. Dannon New Wilmington, Pa.
5. Bareman’s Dairy West Middlesex, Pa.
6. Holmes Cheese
7. Kiraft Foods
8. United Dairy
9. Smith Dairy

10. United Dairy Farmers

©2004 Dty Fameers of America. Sport Shakie Is a rogisiered tradamack of Datry Faomes of Amatice.
Borden trademark used under ficense from BDS Tovo, Inc. 4/04



ATTACHMENT 4

Mideast Milk Marketing Area*

Producer Milk from the Upper Midwest and New York/NJ/NE

Upper Mid-W

NY, New Eng.,
And N.Jersey

1980, 1987, 1998, 2001, and 2004

—-~ million pounds during the year ---

1980 1987 1998 2001 2004
546 203 124 4,428 2,725
152 157 364 943 1,219

* Source: USDA, Producer Milk Marketed under Federal Milk Orders by State
of Origin, periodic publication in Federal Milk Order Market Statistics and by
separate publications, 1990-2004, for Mideast and five predecessor milk orders;

Exhibit 7, Request 1a.

10
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Yale Law Office, LP #£ 5

ATTORNEYS AT LAW
527 North Westminster Street
Benjamin F. P.O.Box 100 *also admitted in New Moxico and Texas
Yale* wmesgell:!) (5}:1;5‘;558196_01 00 33ls0 admitted in Indiana
Kristne H. Rood’ Fax: (419) 568-6413 “sosdmitied n Micigen
Website: www._yalelawoffice.camn
January 7, 2004
Ms. Dana Coale
Deputy Administrator, Dairy Programs
1400 Independence Avenue, SW
Room 2968
South Building
Stop 0225
Washington DC 20250-0225
VIA FAX 202-690-3410

Re: Proposals for the Mideast Milk Marketing Area
Dear Ms. Coale

Earlier today 1 faxed a letter requesting three proposals be included in the notice of hearing for
modifications to Order 1033, I described themin general terms. The lack of more detail was due to the
fact that this office and its staff was still recovering from a severe ice storm which passed through this region
on Wednesday night and Thursday moming. The storm brought ice and took power, phone, heat and
internet.

Despite the fact that full power, but no internet, was brought on this evening, I was able to partially reopen
the office with half staff late Friday morning. Meeting not only the work of the day before but the added
burden of dealing with the reduced services and employee needs for heat and food there simply was no
ability to provide a fuller request by close of business Friday. Besides much of my research material for
this project was on the internet and that was unavailable to me. I instead summarized our three proposals
in language which the administrator has accepted in other hearings. I requested time to supplement the
proposals with more detail. I was not asking for an extension. The hope was that consideration for the
historic weather event could be considered.

At about 4:25 pm I was informed that the informal request was insufficient and something more detailed
needed faxed by midnight to night or the proposat would not be considered. Further there would be no




Ms. Dana Coale
January 7, 2004
Page?

time granted to expand the proposal. Although disappointed with the response I certainly appreciate the
effort made to informme early enough to correct the situation. Thus this proposal is being faxed afier houss
to meet that request.

Please accept the foliowing as proposals by Continental Daity Products, Inc., 2 cooperative with farms in
the Mideast Marketing Area for inclusion in the Notice of Hearing, The language struck has a strikeontand
language that is added is in ALL CAPS with true capitals UNDERLINED.

Proposal (1) Amend 7 C.F.R. §1033.13 as follows:

Modify the opening paragraph of 1033.13 to read:

EXCEPT AS PROVIDED IN SUBSECTION (E) OF THIS SECTION, Pproducer milk means
the skim milk (or the skim equivalent of components of skim milk), including nonfat components, and
butterfat in milk of a producer that is:

Add subsection (¢) to read:

{E) PRODUCER MILK SHALL NOT INCLUDE ANY MILK. WHICH COMES FROM A
DAIRY FARM WHOSE MILK WAS NOT PRODUCER MILK UNDER THE PROVISIONS OF
THIS PART DURINGTHEPREVIOUS TWELVE (12)MONTHS OR.13 OF ANY OTHER ORDER
IN PARTS 1001-1135. THIS EXCEPTION SHALL NOT APPLY IF

(O MILK WAS NOTMARKETEDFROMTHAT FARM DURING THE PREVIOUS
TWELVE (12) MONTHS IN WHICH CASE ALL MILK THAT IT DID MARKET FOR WHAT
EVER PART OF THE PRECEEDING TWELVE (12) MONTHS MUST HAVE BEEN PRODUCER
MILK.

(I MILK WAS NOT MARKETED FROM THAT FARM BECAUSE THE GRADE
AMILK PRODUCERS PERMIT WAS SUSPENDED DURING THE SOMEOF THEPERIODAND
THEPRODUCER DID NOT MARKET MILK UNDER ANY OTHER GRADE OF MILK PERMIT.

(H) MILK FROM THE FARM HAS NOT BEEN PRODUCER MILK FOR AT
LEAST TWELVE CONSECUTIVE MONTHS.

The mationale for this proposal lies in the ability of plants who do not service the Class I market to share
at their wish. When it results in a positive PPD they pool, when it does not they depool. This month to

month variation in the amount of milk pooled makes predicting the PPD impossible and negates any ability
of producers to manage risk. The proposal would require that a decision to depool milk be effective for
twelve months. Further the emphasis is on the producer rather than volume of milk to automatically account
for season variation in production and any increase in milk production.

(2) Amend 7 C.F.R, §1033.75 as follows:

§1033.75 Plant location adjustments for producer milk and nonpool milk.

(A) Forpurposes of making payments for producer milk and nonpool milk FOR MILK DELIVERED
TO A DISTRIBUTING PLANT UNDER 1033.7(A) OR A PLANT LOCATED IN THE
MARKETING AREA, a plant location adjustment shall be determined by subtracting the Class I price
specified in §1033.51 from the Class [ price at the plant’s location. The difference, plus or mimus as the
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Ms, Dana Coale
January 7, 2004
Page 3

case may be, shall be used to adjust the payments required pursuant to §§1033.73 and 1000.76.

() FORPURPOSES OF MAKING PAYMENTS FOR PRODUCER MILK AND NONPOOL
MILK FOR MILK NOT PRICED IN SUBSECTION (A) OF THIS SECTION, A PLANT
LOCATION ADJUSTMENT SHALL BE DETERMINED AS FOLLOWS:

(1) TAKE THESHORTEST DISTANCE OVER HARD SURFACE HIGHWAY FROM THE
PLANT OF FIRST RECEIPT TO THE NEAREST PLANT DESCRIBED IN 1033.7(A) WHICH IS
ASSOCIATED WITH THE MILK AS DETERMINED BY THE MARKET ADMINISTRATOR

(2)SUBTRACT ANY MILEAGE THAT OCCURS IN THE AREA DESCRIBED IN 1033.2

(3) MULTIPLY THE RESULT BY $0.0035.

(4) SUBTRACT THE PRODUCT FROM THE CLASS I PRICE SPECIFIED IN §1033.51
FOR THE ASSOCIATED PLANT. THE DIFFERENCE, PLUS OR MINUS AS THE CASE MAY
BE, SHALL BE USED TO ADJUST THE PAYMENTS REQUIRED PURSUANT TO §§1033.73
AND 1000.76.

i sallies in the concept that under current pricing systems, milk delivered to plants
out ofthe maﬂcetmgarea is valued higher than milk delivered to the Class I market, For example the value
of milk at a farm in Hardin County Ohio whichis delivered to a bottling plant in Clark County, Chio is the
price at Clartk County less the cost to move it to market. The blend price is supposed to create an
incentive to move that milk. Similarly, milk that is at a reserve plant or supply plant is worth to the bottling
plant the value of milk at the bottling plant less the cost to move it to market. The flat pricing now
prevalent in the pricing surface is in sufficient to move that milk. However, milk that shares in the
marketwide pool but is not delivered to the Class I market, or evenexpected to be delivered, receives the
value of the milk at the plant received with no reduction for the cost to move it to the class I market. In
short, the milk delivered to the market is subsidizing milk not delivered to the market,

This regulatory bonanza for the non-delivered milk is attractive to other producers. The result has been
increased amounts of milk pooled that would ordinarily not be. All of the milk added is not Class I and
results in a reduced blend price or PPD.

Over the last several years the response has been to decrease the efficiency in moving mik by requiring
more expensive movement of milk for the sole purpose of pooling the milk. The result is that those
producers who service the market continue to subsidize distant milk ot only in decreased pool receipts
but inadded costs inmarketing milk, Any scheme which taxes those who supply the market for the benefit
of those who do not violates the AMAA. Continued burdens onproducers creates a trading of increased
income from the pool with increased costs to meet the burden.

The proposal recognizes the economic reality—milk has a location value relative to the market.

(3) To the extent that in accordance withotherproposals, the Secretary agrees to provide for an
assembly and transportationcredit, that Marketwide Service Payments consistent with provisions
found at 7 C.F.R. §§1007.80-82 be adopted.

Continental understands that among the regulatory inefficiencies being created to offset the problems with
excess pooling and the flat pricing structure is the creation of assembly and transportation credits. These
will pay producers who supply the market some of the cost to move the milk to market. But it is not the
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Ms. Dana Coadle
January 7, 2004
Page 4

market that will pay this, but the producers. The price for Class I plants should be high enough to attract
the supply of milk and the resulting blend price should not be reduced to cover those costs, This proposal
simply provides that a transportation charge be added to class I sufficiently high to fund those credits.

If you have any questions feel free to contact me.

Sincerely yours

Benjamin F. Yale

xc: Continental Dairy Products
David Walker
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John H. Vetne

Attorney at Law Telephone {978) 465-8987

103 State St. #6 cell (978) 6188192

Newburyport, Ma. 01950 ivetne@justice.com
January 28, 2005

Ms. Dana Coale

Deputy Administrator, Dairy Programs
1400 Independence Avenue, SW
Room 2968 South Building Stop 0225
Washington DC 20250-0225

VIA FAX 202-690-3410

Email dana.coale@usda.gov

Re: Proposed Mideast Milk Order Hearing — proposal # 2 by Continental Dairy Products

Dear Ms. Coale:

I write on behalf of Alto Dairy, Inc., White Eagle Cooperative Association, and Erie Cooperative
Association (the “Cooperatives™), dairy farm cooperative associations that market their milk under
Federal Order 33, the Mideast Milk Marketing Area.

The Cooperatives have received a copy of proposals submitted on January 7 by attorney Ben Yale
on behalf of Continental Milk Products, Inc., in response to the Department’s Invitation to Submit
Additional Proposals (“invitation”). The invitation followed proposals by farm trade associations,
Ohio Dairy Producers and Ohio Farmers Union, for rule amendments to restrict depooling in
response to volatile cash cheese prices on the Chicago Mercantile Exchange. As in prior hearings in
the Upper Midwest and Central Markets, USDA’s invitation generated a new round of proposals to
further restrict pool access, or create pooling inefficiency for local producers, in addition to
proposed for regulatory remedies relating to price volatility and depooling response.

While recent media reports suggest that milk marketing disorder resulting from CME price
volatility may have been manipulated by DFA, a principal proponent of new pooling restrictions, if
USDA decides that continuation of the hearing process in the Mideast (or other markets) is
nevertheless appropriate, the Cooperatives respectfully request the Department to include
Continental Dairy’s Proposal # 2, and amendments thereto, in the hearing agenda.

Continental Dairy Products’ Proposal 2 would provide, on a local market basis, for a partial return
to negative location adjustments of the blend (PPD) price Order 33 producer milk delivered or
diverted to plants located outside of the marketing area. This, as we understand it, is intended to
adjust the producer price under Order 33 at the plant of receipt based on the value of milk by
reference to the marketing area with which the milk is associated.

Federal Milk Order reform created a Class I pricing grid for the entire nation, which was quite
justified based on the Cornell University model. It also made identical adjustments in producer
prices, as had been agency practice for decades, which created producer price distortions at distant
locations from each regional market. The latter effect was inconsistent with the Cornell analysis of
1



the value of producer (as opposed to Class I) milk, and entirely unnecessary. The 1985 Farm Bill,
amending 7 U.S.C. §608c5(L), expressiy authorized USDA to adjust producer prices in a manner
different from Class I prices: “adjustments in payments by handlers under paragraph (A) [i.e., Class
I differentials] need not be the same as adjustments to producers under paragraph (B) {i.e., producer
blend or PPD prices].”

In our view, Attorney Yale is correct in complaining the pool qualification amendments over the
past few years have created local market inefficiency to remedy a problem that is created by
pricing:
[TThe [pooling qualification] response has been to decrease the efficiency in moving
milk by requiring more expensive movement of milk for the sole purpose of pooling
the milk. The result is that those producers who service the market continue to
subsidize distant milk not only in decreased pool receipts but in added costs in
marketing milk.
Continental Dairy Products, Proposals for the Mideast Marketing Area, 1-7-05, p. 3.

While the Cooperatives do not necessarily support Continental Proposai No. 2 in its current
form, we strongly encourage USDA to place on any hearing agenda proposals, such as
Continental Proposal No. 2, that would consider a regulatory remedy addressed to the source
of the problem -- provisions that create the economic incentive for handler or producer
marketing decisions claimed to create marketing disorder.

For the foregoing reasons, and those expressed in Continental Dairy’s letter-Proposals for the
Mideast Marketing Area, Continental Dairy Products’ Proposal No. 2 should be included in a
Notice of Hearing, or in an amended Notice of Hearing, for the Mideast Milk Marketing
Otrder, if any Notice is issued.

Respectfully submitted,

John HVetne

Ec: Ben Yale, Esq.
Dave Walker, M. A.
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RECEIVEZ 728 2 2 2008

United States Agricuitural 100 Independence Ave., SW, Stop 0228
Department of Marketing Room 2968 - South Building
Apricullure Nervice Washingtton, D$ 202800228

FEB 15 o
Mr. Benjamin IF, Yale .
Yale Law Qitlee, LI
527 North Westminster Street
Post Officec Box 100
Waynesficld. Ohio 45896

Pear Mr. Yale:

Thank you for your proposals of January 7, 2004, submitted on behalt of Continental
Duiry Products, 1ac., secking to amend the provisions of the Mideast Fedeend milk
marketing order regarding the location value of producer milk and the establishment of a
teansportation credit balancing fund. These proposals are not ageepted (0¢ consideration
at this proceeding.

Your proposal to amend the location value ol producer milk is being held in abeyance,
‘The Department believes that a system wide discussion would be more appropriate.

At this time, we do not think your proposal to establish a traasportation credit batancing
fund is appropriate for an order whose Class I needs are morc than adcquately served,
Therefore, we are holding this proposal in abeyance.

We appreciate your interest and participation in the Federal milk order program.
Sincerely,
'g({/'c é
n R. Mengel

Acting Depuly Administeator
Dairy Programs



